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March 31, 1981 


The Honourable Marc Lalonde, P.C., M.P. 
Minister 

Energy, Mines and Resources Canada 
House of Commons 

Ottawa, Canada 


Dear Minister: 


On behalf of the Board of Directors | am pleased to present the 1980 Petro-Canada Annual Report for the fiscal year 
ended December 31, 1980. 


In accordance with the provisions of the Financial Administration Act, the Report includes the Consolidated Balance Sheet 
and related statements together with the auditor’s report. 


Yours sincerely, 


Vb ye 


W.H. HOPPER 
Chairman of the Board and 
Chief Executive Officer 
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The Year 
In Review 


The twelve months of 1980 were 
among the most exciting and 
eventful ever for Petro-Canada. 


The Corporation was given a 
renewed mandate during the year in 
its dual strategy of exploration 

and development in the frontiers and 
oil sands, supported by a strong and 
financially successful Western 
Canadian exploration, production and 
marketing operation. 


The result was to provide significant 
encouragement to the Corporation’s 
Staff as Petro-Canada moved into 
high gear in 1980 in all its 
development projects. The renewed 
mandate signalled the go-ahead for 
a continued aggressive and 
competitive pursuit of all the 
Corporation’s diverse activities, from 
wildcat drilling off the coast of 
Labrador to the expansion of 
production facilities in northeastern 
British Columbia. 


It also enabled Petro-Canada to 
continue attracting the highest levels 
of expertise and talent from all 
quarters of the Canadian and 
international oil industry. 

As a result Petro-Canada has been 
able to achieve — in only five short 
years since its inception — the 
establishment of a first-class team 
of petroleum industry professionals 
of which Canada can be justly 
proud. 


Financial Results 


Financially, the Corporation 
continued during 1980 to generate 
significant funds for reinvestment in 


(This page) Exploration in Western 
Canada played an important part in the 
Corporation’s activities 


(Opposite) Tank farm at Taylor, 
British Columbia, refinery. 


the pursuit of secure future energy 
supplies for Canadians. Funds 
provided from operations were 
$457.5 million, an increase of $99.8 
million compared with the 1979 
figure of $357.7 million. The 
Government of Canada contributed a 
further $80.0 million to the 
Corporation’s funds and $19.9 million 
was received for natural gas paid for 
but not taken at December 31, 1980, 
to bring total sources of working 
capital for 1980 to $557.4 million. 
Capital expenditures accounted for 
$439.5 million. Of this amount, 
$190.0 million or 43.2 per cent, was 
devoted to long-term or high-risk 
projects in frontier exploration or in 
oil sands and heavy oil development. 


In spite of such a high level of 
investment in projects with delayed 
financial returns, Petro-Canada 
continued to show increased profits 
in 1980, although some sectors — 
notably gas sales — were 
disappointing. Net earnings for the 
year, after preferred share dividends, 
were $55.7 million, an increase of 
84.4 per cent compared with 1979 
earnings of $30.2 million. 


1980 Highlights: 


The wide range of activities carried 
out by Petro-Canada in 1980 affords 
a Clear indication of the impact the 
Corporation is making on Canadian 
energy development. Projects were 
undertaken from St. John’s, 
Newfoundland, to Victoria, British 
Columbia; from the frontiers of 
exploration off the east coast to the 
frontiers of technology in heavy oil 
recovery and processing research; 
from environmental studies in the 
Arctic to the important work of 
producing, processing and 
distributing hydrocarbon fuels. 


In 1980 Petro-Canada: 


e conducted a three-drillship 
exploration program in the 
Labrador Sea, establishing itself 
as a major Canadian operating 
presence in the frontier waters 
offshore. 


e participated in the delineation 
drilling of the 1979 Hibernia oil 
discovery as well as wildcat 
exploration at other Grand Banks 
locations and further north off the 
Labrador coast. 


¢ participated in the drilling of three 
wells in the Arctic Islands, 
including the Char gas discovery 
and the evaluation of the 1979 
Whitefish gas discovery. 


e conducted an aggressive 
exploration program in Western 
Canada resulting in the discovery 
of two new oilfields and in the 
addition of large new volumes of 
natural gas to the Corporation’s 
reserves. 


e participated in the drilling of 501 
oil and gas wells in Western 
Canada, of which Petro-Canada 
operated 327. 


e began work on an application to 
construct Canada’s fourth oil 
sands mining plant in partnership 


with Nova, an Alberta Corporation. 


e continued as the operator of two 
innovative oil sands projects near 
Fort McMurray, Alberta: one to 
test the use of electricity and 
steam as a new technique of 
in-situ oil sands recovery; the 
other to test a new mining 
technique using horizontally 
drilled, steam-stimulated wells. 


e continued an extensive 
development program in the 
heavy oil areas of Saskatchewan 
and Alberta, including the 
operation of five heavy oil pilot 
projects testing new techniques 
for reservoir stimulation and 
enhanced recovery. 


explored and evaluated coal 
deposits in northeastern British 
Columbia and southwestern 
Alberta with a view to possible 
future development. 


led the Arctic Pilot Project — 
which will establish an 
all-Canadian, marine technology 
for the transportation of resources 
from Canada’s Arctic — through 
the first phase of environmental 
and regulatory hearings required 
for project approval. 


entered into a 50-per-cent joint 
venture to construct a 
world-class, dynamically 
positioned semi-submersible 
offshore drilling rig, to be ready for 
the Corporation’s exploration 
program in 1983. 


established a team to implement 
and control the supply and 
logistics required by the 
international agreement between 
Canada and Mexico for the 
state-to-state importation 

of Mexican crude oil. 


launched a new marketing identity 
for the Corporation’s service 
stations and bulk plants located 
from Victoria to Thunder Bay — 
with highly encouraging results 
from the marketplace. 


completed a $10-million research 
laboratory located in northwest 
Calgary, as the first phase in the 
development of an all-Canadian, 
high-technology research and 
development complex. 


conducted technical evaluations 
and feasibility studies for the 
potential reactivation of the oil 
refinery at Come-By-Chance, 
Newfoundland, and for the 
construction of a heavy oil 
upgrader in Eastern Canada. 


e and, in the conduct of all these 
activities, pursued the highest 
standards of environmental 
research and protection as well as 
extensive liaison with affected 
communities. 


The Future 


In February 1981, after the end of 
the 1980 fiscal year, Petro-Canada 
took another step which will enhance 
the Corporation’s future ability to 
meet the challenge of developing 
new energy supplies. Petro-Canada 
made an offer to purchase all the 
assets and assume all the liabilities 
of Petrofina Canada Inc. for an initial 
aggregate consideration of $1.46 
billion. If approved by the Petrofina 
Canada Inc. Board of Directors and 
shareholders, the acquisition will 
provide Petro-Canada with 
approximately 3 320 cubic metres a 
day of additional oil and natural gas 
liquids production before royalty; 

2.0 million cubic metres a day of 
natural gas production before 
royalty; a further five-per-cent 
interest in the Syncrude plant; a 
further eight-per-cent interest in the 
Alsands project; a 13 500 cubic 
metre a day refinery in Montreal; and 
932 retail outlets in Ontario, Quebec, 
New Brunswick, Nova Scotia and 
Prince Edward Island. 


Significantly increased cash flow and 
operational capability will be gained 
from the addition of Petrofina to 
Petro-Canada’s present assets. The 
properties acquired will appreciate 
greatly in value as oil and natural 
gas prices rise, and will more than 
pay for themselves over time. The 
returns generated in the future from 
these assets will accrue entirely to 
Canadians as the owners of Petro- 
Canada, and will be used in the 
development of Petro-Canada’s 
frontier and oil sands projects. 


In the retail field, Petrofina’s assets 
will complement Petro-Canada’s 
western marketing presence. Both 
companies now have a relatively 
small portion of their respective 
markets, but together the total chain 
will give Canadians the ability to 
purchase gasoline at Petro-Canada 
stations from coast to coast. 

The Corporation’s experience in 
western Canada suggests that 
Petro-Canada will be able to achieve 
substantial returns from the Petrofina 
marketing chain. 


The National 


Energy Program 


The National Energy Program (NEP), 
proposed to be introduced into 
legislation in 1981, will have a 
significant impact on Petro-Canada’s 
financial and operational position. 


If approved by Parliament, the 
program will offer substantial 
incentives — particularly to 
Canadian investors — for frontier 
exploration, oil sands development 
and heavy oil processing. It will, 
therefore, result in a significant 
increase in the number of Canadian 
companies seeking to participate in 
these areas. Since Petro-Canada is 
already extensively involved in all the 
energy frontiers and has acquired 
extensive land positions as well as 
expertise, the impact of the program 
will be a dramatic increase in the 
number of joint venture opportunities 
for the Corporation to pursue. The 
infusion of new partners and capital 
will greatly assist Petro-Canada in its 
pursuit of Canadian supply 
objectives, but it will also place 
increased demands on the 
Corporation’s resources and 
personnel, resulting in even higher 
levels of activity. 


Financially, the increased levels of 
taxation under the program will have 
the effect of reducing the 
Corporation’s cash flow from 
operations by approximately 

25 per cent. 


However, as a result of 
Petro-Canada’s high levels of frontier 
and oil sands investment, as well as 
its 100-per-cent Canadian ownership 
Status, the incentive payments 
contemplated under the Petroleum 
Incentive Program will more than 
compensate for the reduction of 
cash flow from operations, providing 
a net gain of 23 per cent in funds 
available for investment in 1981 
compared with pre-NEP forecasts. 
The higher petroleum prices 
provided for in future years under the 
program will further increase the 
Corporation’s cash flow generation, 
in order to help meet the accelerated 
levels of activity. 


In addition the NEP provides that the 
Government of Canada will retain a 
25-per-cent carried interest in all 
lands under federal jurisdiction. The 
carried interest may be exercised by 
Petro-Canada or by another Crown 
corporation, and must be converted 
to a 25-per-cent working interest 
prior to the commitment of 
development expenditures. In the 
event that the Government of 
Canada’s carried interest in frontier 
discoveries is to be exercised by 
Petro-Canada, it will add significantly 
both to the resource base of the 
Corporation and to its requirements 
for capital. The conversion to a 
working interest in such properties 
would afford the Canadian public a 
significant opportunity to participate 
in the development of Canadian 
resources, and to ensure that the 
benefits of such developments 
accrue overwhelmingly to 
Canadians. 
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Exploration 
The East Coast 


The Grand Banks 


The major frontier exploration 
successes of 1980 were the two 
encouraging delineation wells drilled 
in the Hibernia oil field, and the 
possible discovery of a seond oil 
field at Ben Nevis within the same 
sedimentary basin as Hibernia. It is 
significant and highly encouraging to 
find the combination of multiple pay 
zones and reservoirs with high 
producing capacity containing 
high-quality oil. 


At Hibernia, two successful 
delineation wells, Mobil et al Hibernia 
0-35, and Mobil et al Hibernia B-08 
were drilled to follow up the 1979 
Chevron et al Hibernia P-15 
discovery well. The B-08 well, 
considered to be the most productive 
yet drilled on the structure, gives 

rise to more evidence that the 
Hibernia field could well be 
commercial. Both structurally and 
stratigraphically complex, the field 
requires further delineation drilling to 
evaluate its size and to establish the 
continuity and producing 
characteristics of its reservoirs. A 
third delineation well, Hibernia G-55, 
was drilling at year-end and was 
subsequently abandoned. 


The Ben Nevis |-45 well tested oil 
and gas from separate zones. 
Another exploratory well at Mobil et 
al South Tempest G-88 was drilling at 
year-end on a prospect on the 
eastern margin of the Avalon 
sub-basin. Production testing will be 
required to evaluate the section 
which has been penetrated. 


(This page) Worker checks maintenance 
of blowout preventer prior to running 
it to ocean floor. 


(Opposite) Heavy weather, typical of the 
offshore, envelops one of the drillships 
used in Petro-Canada’s eastcoast 
exploration program. 
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These results are an extremely 
significant event in Canada’s efforts 
at achieving self-sufficiency in oil 
production by the early 1990s. 


The Labrador Project 


A major event in 1980 was 
Petro-Canada’s assumption of the 
operatorship for the Labrador 
Project. An operationally successful 
program utilizing three dynamically 
positioned drillships resulted in the 
drilling and completion of three 
wildcat exploratory tests and in the 
spudding of two further wells as part 
of a long-range exploration program 
in the Labrador. offshore. The 
abandoned wells were Gilbert F-53, 
spudded in 1979, Roberval C-02, 
drilled to evaluate the 1979 Roberval 
K-92 indicated hydrocarbon 
discovery, and Ogmund F-72. The 
two wells spudded for 1981 and 
subsequent drilling programs were at 
Leif North I-05 and North Bjarni 
F-06. In addition, testing operations 
were initiated in the Total Eastcan et 
al Bjarni 0-82 discovery of 1979 but 
the test could not be completed 
because of bad weather at the end 
of the drilling season. 


To carry out the operations of the 
Labrador program, Petro-Canada in 
1980 assembled a team of highly 
qualified professionals experienced 
in international offshore exploration 
ventures. The Labrador program was 
successfully completed without _ 
major delays and with expenditures 
contained well within budget. 


The Davis Strait 


The Hekja 0-71 well, an indicated 
hydrocarbon discovery of 1979, was 
deepened to target depth during 
1980 and tested as a successful 
gas well. 


The Hekja program was operated by 
Aquitaine Company of Canada Ltd. 
Petro-Canada participated to a level 
of 25 per cent of expenditures to 
earn a 15-per-cent interest in 80 000 
square kilometres of permits. 
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Petroleum Limited, as part of a A second earning well in work on other prospects in the 
long-range program to facilitate the Petro-Canada’s farm-in program on vicinity will take place in future 
the Hopedale acreage was drilled in drilling seasons. 


1980. Operated by Chevron Canada 


The Arctic 


Petro-Canada, as part of the Arctic 
Islands Exploration Group (AIEG) 
operated by Panarctic Oils Ltd., 
participated in the drilling of three 
wells in the Sverdrup Basin of the 
Arctic Islands during 1980. At 
year-end Petro-Canada owned 45 
per cent of Panarctic Oils Ltd. 


The Whitefish 2H-63 well drilled from 
the same ice platform as the 1979 
Whitefish H-63 gas discovery, fully 
evaluated the discovery of the 
previous year. The well was drilled to 
a total depth of 3 003 metres and 
flowed gas from three separate 
zones with maximum flow of 1.2 
million cubic metres a day. 

The Whitefish structure is now 
believed to contain in the order of 
64.5 billion cubic metres of gas, 

and its discovery constitutes a 
significant step forward in the 
exploration for hydrocarbons in 
Canada’s Arctic Islands. 


A second success in 1980 was the 
Char G-07 well, drilled 42 kilometres 
southeast of King Christian Island. 
Drilled to a total depth of 2 180 
metres, the main pay zone tested 
gas at rates up to 0.51 million cubic 
metres a day and resulted in the 
discovery of a new offshore gas field 
comparable in size to other gas 
pools in the area. 


A third well, Balaena D-58, drilled 16 
kilometres southeast of the King 
Christian gas field, was abandoned. 
However, interesting shows of oil 
were made in both the Balaena and 
Char well. 


The 1980 work on the Whitefish structure, 
located in Canada’s Arctic, further 
evaluated a major 1979 discovery. 
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Western Canada 


Petro-Canada’s continued program 
of aggressive exploration in Western 
Canada yielded significant reserve 
additions during 1980, with the 
promise of even further additions in 
1981 as a result of the 1980 drilling 
program and land purchases. 


The Corporation participated in 176 
exploratory wells, of which 73 were 
successful gas wells; 40 were oil 
wells; 56 were dry and abandoned; 
and seven were suspended pending 
evaluation. Petro-Canada was the 
operator for 94 of the 176 
exploratory wells. 


Two of the areas in which Petro- 
Canada participated in the discovery 
of new oil reserves in 1980 were the 
Golden area of the Peace River Arch 
in Alberta, a light conventional oil 
discovery, and the Cactus Lake 

area of Saskatchewan, a heavy 

oil discovery. 


The discovery at Golden is typical of 
what Petro-Canada management 
believes to be the remaining 
reserves of light, conventional oil. 
Petro-Canada’s projections suggest 
there are significant volumes of such 
oil remaining to be discovered in 
Western Canada. Reserve additions, 
however, will tend to be 
concentrated in relatively small 
fields, and will require an increased 
level of exploratory drilling to 
discover. These reserve additions 
are of particular importance to 
Canada because of their high quality 
and immediate availability to the 
Canadian market before frontier 
reserves and new oil sands 
production can be brought 

on stream. 


Western Canada 
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Another significant area of success 
for 1980 was the addition to 
Petro-Canada’s heavy oil reserves 
achieved in the Cactus Lake area of 
Saskatchewan. This pool, with an 
estimated 29 million cubic metres of 
oil in place, is one of the largest new 
heavy oil developments in Canada. 
Petro-Canada is the operator of the 
Cactus Lake project, with Gulf 
Canada Resources Inc. and 
Saskatchewan Oil and Gas 
Corporation (Saskoil) as partners. 
Although of lower quality than the 
remaining reserves of light 
conventional oil, new heavy oil 
reserves are also of great 
importance to Canada’s medium and 
long-term supply development. 


Petro-Canada also continued its 
balanced program of land acquisition 
in Western Canada during 1980. 
New land acquisitions almost offset 
decreases in land holdings due to 
lease selections, Surrender and 
expiry. At year-end the Corporation 
held 4 925 512 gross and 2 399 669 
net hectares of land. 


Cactus Lake Oil Pool 
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International 


In the Norwegian sector of the North eC ‘ 
Sea, a substantial new oil discovery . 
was made in a 500-square-kilometre 
block in which the Corporation holds 
a net five-per-cent interest. Further 
seismic surveys and an additional 
well are planned for 1981 in this 
block lying in a previously 
unexplored area. 


In Spain, interests include the 
producing Casablanca field and 
participation in the neighbouring 

El Centro prospect. The Casablanca 
field was connected to shore by 
pipeline during 1980 and at year-end 
was producing at a rate of 

2 700 cubic metres a day. 
Petro-Canada has a 7.58-per-cent 
interest in this field. 


In the Far East, the Corporation 
participated in and completed seven 
major seismic programs in offshore 
areas of the People’s Republic of 
China. Final interpretation for one of 
the seven blocks was completed in 
1980; evaluation of the six remaining 
blocks was continuing at year-end. 


The Casablanca field, connected to 
shore during 1980, was drilled with the 
Bideford Dolphin. 
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Production, 
Reserves and 
Development 


Production 


Petro-Canada continues as a major 
producer of petroleum and natural 
gas in Canada. An average of 9 924 
cubic metres a day of oil and natural 
gas liquids were produced during 
1980, while the average daily 
production of natural gas was 

9 326 thousand cubic metres. 
Petro-Canada’s share of production 
from the Syncrude Canada Ltd. plant 
amounted to an average of 1 545 
cubic metres a day. 


1976 & 1977 Bi 1978 & 1979 m& 1980 es 1976 1977 1978 1979 5 1980 s 


Reserves 


Production levels were lower than 
those recorded in 1979. Oil and 
natural gas liquids were reduced 11 
per cent because of a reduction of 
markets for heavy oil and some 
prorationing of light and medium 
crude production. Gas production 
declined by 19 per cent, as a result 
of a severe reduction in export 
demand, particularly in British 
Columbia where the Corporation has 
in the past produced approximately 
50 per cent of its gas. 


At December 31, 1980, 
Petro-Canada’s proven reserves of 
oil and natural gas liquids were 
48.7 million cubic metres. The 
Corporation produced 3.6 million 
cubic metres of oil and natural gas 
liquids during 1980. Reserve 
additions and revisions to reserves 
amounted to 3.5 million cubic metres 
for a net decrease in reserves of 0.1 
million cubic metres. 


In natural gas, proven reserves at 
December 31, 1980, stood at 115.4 
billion cubic metres. Production for 
1980 was 3.4 billion cubic metres. 
Net reserve additions and revisions 
to reserves amounted to 11.3 billion 
cubic metres, with the result that the 
Corporation added a net 7.9 billion 
cubic metres to natural gas reserves 
during 1980. 


These figures represent estimated 
proven conventional reserves and do 
not include Petro-Canada’s share of 
Syncrude reserves or reserves which 
may be attributable to foreign or 
frontier regions. 


TI 
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(Opposite page) Field development in the 
heavy oil areas is addressing but one of 
Canada’s frontiers. 
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Development 
Drilling 


Petro-Canada continued an 
aggressive development drilling 
program in 1980 to maintain 
producing capability and to add to 
reserves. The Corporation 
participated in 285 gross oil and gas 
development wells. Of these, 266 
gross wells were completed as oil 
and gas producers. 


Major areas of activity included the 
Cactus Lake heavy oil pool, where 
69 wells were drilled to follow up the 
earlier discovery; Utikuma, where 
continuing development drilling 
added four oil wells to the pool total; 
Brazeau River (West Pembina), 
where three gas and two oil wells 
were completed as the area 
continues to fulfill its early promise; 
the Medicine Hat/Alderson area of 
southeastern Alberta, where 56 infill 
gas wells were drilled; and Ojay, in 
the Grizzly Valley area of northeast 
British Columbia where a successful 
follow-up well was drilled. 


Other programs involving multi-well 
development drilling in 1980 took 
place at Bellshill Lake, Ferrier, 
Bigoray, Hairy Hills and Boyer in 
Alberta; and the Buick Creek, 
Clarke Lake and Laprise areas in 
British Columbia. 


Oil and Gas 
Processing 
Facilities 


Petro-Canada undertook a 
significantly increased capital 
investment program in 1980 to add 
new oil and gas production facilities. 
Emphasis was also placed on. 
upgrading and replacing old facilities. 
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Major construction was undertaken 
at Brazeau where high-pressure 
miscible gas injection facilities were 
completed to serve three of the 
pools in the area operated by 
Petro-Canada. Injection into two of 
these pools began in 1980. 


The installation of compression 
facilities at the Yoyo field in 
northeastern British Columbia was 
completed in 1980. 


The construction of gas cycling 
facilities in the Kaybob field was 
completed during the year. This 
equipment will permit the cycling of 
a high condensate reservoir resulting 
in new natural gas and liquid 
petroleum gas sales. 


At Utikuma, a major expansion of 
handling facilities for oil and solution 
gas was completed, allowing for a 
substantial increase in production 
from this highly profitable but 
geologically complex oil field where 
development drilling has been 
proceeding for a number of years. 


Drilling Division 


In total Petro-Canada participated in 
the drilling of 501 oil and gas wells in 
Western Canada in 1980, of which 
Petro-Canada was the operator for 
327 wells. The total number of wells 
included 176 exploration wells 

(94 drilled by Petro-Canada), 

188 conventional development wells 
(105 drilled by Petro-Canada), 

97 heavy oil development wells 

(88 drilled by Petro-Canada), and 

40 oil sands wells drilled by 
Petro-Canada. 


On the east coast, the severe 
environmental conditions prevailing 
offshore Labrador require specialized 
and sophisticated equipment which 
is difficult to obtain on a limited 
seasonal basis. To secure such 
equipment for the 1981 season, 
Petro-Canada committed in 1980 to 
a total of four dynamically positioned 
drillships and one self-propelled 
semi-submersible unit on long-term 
contracts. This equipment is being 
assigned to other operators 
worldwide during the Canadian 

off season. 


Petro-Canada also entered into a 
50-per-cent joint venture with Sedco 
Inc. to construct a dynamically 
positioned semi-submersible offshore 
drilling rig. This rig, with an estimated 
total cost of approximately $150 
million, is under a five-year contract 
to Petro-Canada to extend the 
Corporation’s offshore exploration 
Capability. 


Petro-Canada’s management 
believes another semi-submersible 
drilling rig is needed for its long-term 
east coast program. During 1980 the 
Corporation therefore invited 
proposals from private Canadian 
drilling contractors for the design, 
construction, and operation of a new 
vessel in which the Corporation 
would both share ownership and 
contract on a long-term basis to 
provide the financial incentive 
necessary for the project. 


Development drilling at Brazeau River was one of several major areas of activity. 
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Oil Sands and 
Heavy Oil 


Canada’s oil sands and heavy oil 
resources are truly immense: it is 
estimated there are in excess of 160 
billion cubic metres of oil in place in 
the Athabasca, Peace River, Cold 
Lake and Lloydminster areas of 
Alberta and Saskatchewan. 


Oil sands and heavy oil resources 
remain on the energy frontiers, 
however. In spite of the success of 
the two oil sands mining plants and 
several oil sands/heavy oil pilot 
plants already in operation, the 
technology required for the recovery 
and processing of bitumen and 
heavy oil is still in its infancy. 
Considerable research remains to be 
Carried out in all phases of oil sands 
and heavy oil development. In the 
mineable area, progress must be 
made in reducing mining costs and 
in more efficiently separating 
bitumen from sand. 


In the deeper deposits the country’s 
first commercially viable in-situ 
project is yet to be built. And in all 
areas, the processing or upgrading 
of the viscous, sulphurous substance 
requires extensive investment and 
improvement. 


Petro-Canada is dedicated to the 
timely development of Canada’s oil 
sands and heavy oil reserves as one 
of the Corporation’s primary policy 
objectives while utilizing the 
maximum Canadian expertise and 
capturing the maximum benefits for 
Canadian industry. A $10-million 
research centre was completed in 
1980 as part of this overall 
commitment. 


(Opposite page) Pilot plant at Kinsella 
is a two-part project to test 
recovery techniques. 


Oil Sands 


Canstar 


The major new development in 
Petro-Canada’s oil sands strategy in 
1980 was the initiation, in 
partnership with Nova, An Alberta 
Corporation, of what will be 
Canada’s fourth oil sands mining 
project. To be called Canstar, the 
project will be the first Canadian- 
controlled and developed oil sands 
plant. Work in 1980 concentrated on 
building a project organization, 
concluding agreements, screening 
technologies and initiating drilling 
programs for the evaluation of 
leases. Special emphasis was given 
to the review and development of 
new technologies aimed at improving 
processes in use today. 

The project’s schedule calls for an 
application to be filed with regulatory 
authorities in late 1982 and project 
start-up about 1990. 


Syncrude 


Petro-Canada’s 12-per-cent share of 
the Syncrude Canada Ltd. oil sands 
mining plant near Fort McMurray, 
Alberta, contributed significant funds 
to Petro-Canada’s cash flow in 1980. 
In the project’s first profitable year of 
operation it contributed 4.7 million 
cubic metres of synthetic crude oil to 
Canada’s energy supplies — of 
which Petro-Canada’s share was 
564 000 cubic metres. Under a 1974 
pricing agreement with the federal 
government, the Syncrude 
participants have been receiving 
world prices for synthetic crude 
production. After the deduction of 
Petro-Canada’s share of operating 
costs, the net contribution to the 
Corporation’s cash flow from the 
project was $57.1 million. 

The operational success of the 
Syncrude project in only its second 
full year of operation lends great 
encouragement to the prospects 

for future oil sands development. 
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Petro-Canada acquired its interest in 
the project in 1976 from the federal 
government. The Corporation's 
investment at year-end 1980 stood at 
$293.1 million, of which $10.3 million 
was contributed in 1980 for ongoing 
project development programs. 


Alsands 


The Corporation holds a 
nine-per-cent interest in the Alsands 
Project, which, when approved, will 
be Canada’s third oil sands mining 
plant. The project will produce 

22 000 cubic metres a day of 
synthetic crude after the completion 
of construction scheduled for 1987. 
At year-end, project approval was 
delayed pending the conclusion of an 
agreement between the Federal and 
Alberta governments. 


The PCEJ Project 


Petro-Canada continued in 1980 

as operator on behalf of a 
four-company consortium for the 
innovative ‘‘PCEJ”’ project, an in-situ 
pilot plant constructed to test the 
patented electric preheat steam 
drive recovery process, as well as a 
steam stimulation process under 
field conditions. 


Partners in the project are 
Petro-Canada, Canada-Cities 
Service, Ltd., Esso Resources 
Canada Limited, and Japan Canada 
Oil Sands Limited. 


Phase 1, construction of which was 
completed in 1980, involves the 
operation of two adjacent field pilots, 
40 kilometres south of Fort 
McMurray, Alberta. The larger pilot 
plant, the electric preheat, consists 
of four specially designed electrode 
wells which were drilled to conduct 
an electric current into the oil sand 
deposit in order to heat and reduce 
the viscosity of the bitumen. 

An adjacent two-well steam 
stimulation pilot operation was 
started in December, 1980. 


MAISP 


Petro-Canada is also the operator, 
on behalf of a five-company 
consortium, of the highly prospective 
Mine-Assisted In-Situ Process 
(MAISP) pilot project in the oil sands 
deposits north of Fort McMurray. 


Three wells were successfully drilled 
horizontally within an oil sands 
interval for a distance up to 460 
metres. The wells were completed 
and steam stimulated, and 

bitumen production exceeded 
expectations. 


The outlook for this approach to 
commercial in-situ production now 
becomes most encouraging. 


Heavy Oil 


Petro-Canada is devoting an 
increasing proportion of its efforts to 
finding heavy oil pools and to 
developing the requisite technology 
for increased heavy oil recovery. 
Canadian energy demands will 
continue to place greater importance 
on heavy oil resources in Alberta and 
Saskatchewan and the economic 
exploitation of these resources will 
require the development of 
sophisticated equipment, practices 
and recovery techniques. 


SHOP 


Petro-Canada, along with joint- 
venture participants Gulf Canada 
Resources Inc. and Saskoil began 
preliminary work on two thermal pilot 
projects in the Cactus Lake field to 
be operated by Petro-Canada. This 
venture is called the Saskatchewan 
Heavy Oil Program (SHOP). 


One pilot will evaluate the potential 
of steamflood while the second pilot 
will evaluate the exploitation of the 
reservoir under fireflood. 


Primrose 


In the Primrose area of Alberta, 
Petro-Canada conducted a 35-well 
program over 505 square kilometres 
within the Primrose Lake Air 
Weapons Range. A total of 78 wells 
have been drilled to date out of the 
100-well earning commitment. 

A steam stimulation test was 
completed on one well on a 
40-section block immediately north 
of the Air Weapons Range, and the 
construction of an enhanced oil 
recovery pilot was initiated in this 
remote region to determine the 
long-term production capacity of 
these reservoirs. 


Muriel Lake 


At Muriel Lake, 250 kilometres 
northeast of Edmonton, a seven-well 
heavy oil pilot was completed. The 
pilot was designed to evaluate steam 
stimulation as a recovery 
mechanism in this reservoir and to 
determine the economic viability of a 
large-scale project. 


KHOP 


The Kinsella Heavy Oil Project 
(KHOP) operated by Petro-Canada 
throughout 1980 is a joint venture of 
the Corporation and the Alberta Oil 
Sands Technology and Research 
Authority (AOSTRA). It is a two-part 
project, comparing the performance 
of steamflood and fireflood 
processes in a thin reservoir. 

The steam pattern operation has 
required modification while the air 
pattern is operating as designed with 
down-hole ignition scheduled for 
March, 1981. 


Coal 


Petro-Canada began preparation in 
1980 to become a major participant 
in Canada’s coal industry. 

As petroleum products become 
increasingly difficult to obtain and 
their unit costs of production rise 
dramatically, coal will continue to 
increase in importance as an energy 
source for Canada. 


Petro-Canada has extensive interests 
in undeveloped coal properties in 
northeastern British Columbia and 
southwestern Alberta. The 
Corporation established a new 

coal division in 1980 to manage and 
assess these properties, with 
preliminary emphasis placed 

on exploration. 


At Petro-Canada’s properties in 
Monkman Pass, British Columbia, 
130 kilometres south of Dawson 
Creek, exploration and engineering 
was completed in 1980 to delineate 
two principal areas for metallurgical 
clean coal production. Partners in 
this venture with a combined 50-per- 
cent interest are Canadian Superior 
Oil Ltd. and McIntyre Mines Ltd. 


Exploration of the Kipp coal site, 15 
kilometres northwest of Lethbridge, 
Alberta, resulted in the production of 
a 700-tonne sample of coal for 
cleaning prior to testing by potential 
customers. Feasibility and economic 
studies, which could lead to 
commercial sales, were begun late 
in 1980. Union Gas holds a 
20-per-cent interest in 

this property. 


Transportation 
and Special 
Projects 


Arctic Pilot Project 


The Arctic Pilot Project, organized 
and led by Petro-Canada, is a 
proposal for the year-round 
transportation of liquefied natural gas 
(LNG) by ice-breaking carrier from 
Canada’s Arctic Islands. 

If successful, this project will 
constitute the first step in the 
development of a viable and 
environmentally compatible 
transportation system for Canada’s 
Arctic resources. 


It will move Canada to the forefront 
of Arctic marine navigation, and it 
will provide the stimulus for the 
development of a high-technology, 
Canadian industry with exportable 
products. Based on the export (by 
displacement) of a small quantity of 


high-cost frontier gas, the project will 
encourage the extension of Canada’s 
gas processing, electronics, 
engineering, ship building and 
marine service industries. It will also 
provide the first cash flow to high 
Arctic explorers and thereby promote 
the further exploration of Canada’s 
Arctic hydrocarbon resources. 


In 1980 Petro-Canada concluded 
agreements for the purchase of 50 
billion cubic metres of Arctic natural 
gas from Panarctic Oils Ltd., as well 
as for the sale of the gas toa 
consortium led by Tenneco Inc. 
These contracts advanced the 
project significantly. 


The Corporation also passed through 
its first environmental review process 
in the High Arctic. In April, formal 
public hearings on the application 
were conducted in Resolute Bay, 
Arctic Bay, Grise Fiord and Pond 
Inlet before the federal government’s 
Environmental Assessment and 
Review Process (EARP) panel. Later 
in the year the Department of the 
Environment announced it considers 
the project environmentally 
acceptable subject to certain 
conditions. 


The original application documents 
filed with federal regulatory agencies 
in 1979 were withdrawn in the 
summer of 1980, and replaced with 
updated and more complete 
documents. 


Partners in the project are 
Petro-Canada (Project Manager) 37.5 
per cent, Nova, An Alberta 
Corporation, 25 per cent, Dome 
Petroleum Ltd., 20 per cent, and 
Melville Shipping Ltd., 17.5 per cent. 
To the end of 1980, $25 million had 
been spent by the Arctic Pilot Project 
on preliminary engineering and 
public interest evaluation of the 
project, of which Petro-Canada’s 
share was $10.9 million. 
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Westcoast 
Transmission 
Co. Ltd. 


The Corporation holds a 35.2-per-cent 
interest in Westcoast Transmission 
Company Limited, a natural gas 
transmission company operating a 

4 190 kilometre pipeline network in 
British Columbia. Westcoast, in turn, 
owns 62 per cent of Westcoast 
Petroleum Ltd.; 45 per cent of Pacific 
Northern Gas Ltd.; and 50 per cent 
of Foothills Pipe Lines (Yukon) Ltd., 
the company designated to construct 
the Alaska Highway Natural Gas 
Pipeline to transport Alaskan gas to 
southern U.S. markets. 


Polar Gas Project 


The Corporation’s 25-per-cent 
interest in the Polar Gas Project 
helps support the economic, 
environmental and technical studies 
being done to determine the 
feasibility of a long-term pipeline 
designed to carry Arctic Island’s 
natural gas to southern Canada and 
export markets. 


Trans Quebec and 
Maritimes Pipeline 


Petro-Canada has an option to take 
a 10-per-cent interest in the Trans 
Quebec and Maritimes Pipeline 
project, a proposal to move western 
Canadian natural gas to markets in 
Quebec and the Maritimes. 
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Manufacturing, 
Marketing and 
Downstream 
Development 


Manufacturing 


At Petro-Canada’s oil refinery at 
Taylor, British Columbia, construction 
was initiated in 1980 on a $23-million 
expansion program to be completed 
in late 1981. The expansion will 
increase the plant’s capacity by 

700 cubic metres a day from 2 500 
cubic metres a day to 3 200 cubic 
metres a day, in order to help meet 
the increasing demand for 
Petro-Canada’s refined 

oil products. 


At Empress, Alberta, the new 
turbo-expander ethane extraction 
plant — the largest of its kind in the 
world — completed its first full year 
of operation, meeting design 
specifications and contributing 
substantial additional revenues 

to the Corporation’s cash flow. 

The plant is capable of producing 

4 300 cubic metres a day of ethane 
and 3 300 cubic metres a day of 
propane, butane and condensate. 
Ethane from Petro-Canada’s 
Empress plant is a major part of the 
feedstock to the world-scale Alberta 
Gas Ethylene Company Ltd. ethylene 
plant at Joffre, Alberta. 


(Opposite page) An expansion to the 
Corporation’s refinery was started 
in 1980. 


A new visual motif appeared at Petro-Canada service stations during 1980. 


Marketing 


The Petro-Canada brand appeared 
for the first time in 1980 in retail, 
wholesale, and consumer markets 
using a new logo and system of 
identification that establishes the 
Corporation in bold, aggressive style. 


Using background studies which 
clearly established the broad support 
of Canadians for Petro-Canada as a 
marketer, a visual motif was selected 
which embraces the maple leaf and 
strongly emphasizes the importance 
of the individual dealer in 

retail operations. 


The introduction of the new identity 
began in October with the installation 


of new signs and the launching of a 
multi-media advertising campaign to 
alert the public to the change. 
Petro-Canada credit cards were 
re-issued to 240 000 customers. 
The response in the market place 
has been highly encouraging with 
immediate gains in sales in excess 
of 15 per cent at re-identified outlets. 
The total volume of refined oil 
products sold through the 
Corporation’s 352 retail and 55 
wholesale outlets increased by 8.2 
per cent over the previous year, 
more than double the growth in 
industry sales as a whole in 
Western Canada. New credit card 
applications have increased six fold. 
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Downstream 
Development 


As part of Petro-Canada’s increasing 
involvement in downstream 
development activities, the 
Corporation was actively engaged in 
research programs in 1980, 
examining potential new processing 
techniques and identifying 
commercial opportunities, with 
emphasis on the upgrading of oil 
sands, heavy oils and alternate fuels. 


Several important projects were 
investigated during the year. The 
CANMET hydrocracking process, 
a new high-pitch conversion 
technology developed by the 
Department of Energy, Mines and 
Resources, was confirmed on its 
technical and economic merits. 
Engineering of a semi-commercial 
demonstration plant was initiated. 


Technical and economic feasibility 
studies were also begun on the 
purchase and operation of the 
Come-by-Chance refinery in 
Newfoundland, and on the 
construction of a heavy fuel oil 
upgrader in eastern Canada. In the 
latter case, recommendations were 
made to the federal government that 
a further feasibility study be 
undertaken, and Petro-Canada joined 
in a consortium of Montreal-area 
refiners and Société québécoise 
d'‘initiatives pétroligres (SOQUIP) in 
the conduct of such a study. 


Environmental 
and Social 
Affairs 


Petro-Canada’s management believes 
that the Crown Corporation has a 
special responsibility to find a 
balance between the need to provide 
further sources of hydrocarbons for 
Canada, and the requirement that 

the country’s social and biophysical 
environment be respected. 


Therefore, during the conceptual and 
planning stages of each project, a 
full inventory of its physical and 
social environment is compiled, and 
possible impacts are predicted. This 
analysis is incorporated into project 
planning at all levels of management, 
including decisions on whether the 
venture should proceed. 


Evidence is provided by the 
Corporation’s work in the Arctic. 
During 1980, field studies for the 
$9.8-million Eastern Arctic Marine 
Environmental Studies program 
(EAMES) were completed. 
Petro-Canada sponsored the 
scientific and socio-economic 
investigation of the Baffin 
Bay-Lancaster Sound Region within 
the Eastern Arctic to provide a data 
base from which an Environmental 
Impact Statement can be prepared. 
These steps are being taken prior to 
the decision as to whether the 
Corporation will develop drilling plans 
for the area. 


The environmental professionals with 
the Canstar project, Petro-Canada’s 
oil sands joint venture, have 
instituted a series of research 
studies in parallel with the 
development of plans for the project. 
The fields of investigation include 
land reclamation, wildlife habitat 
management, atmospheric studies, 
archaeological and historical 
resource inventories, social impact 
assessment and cost-benefit 
analysis. The avenues for public 
participation and native people’s 
involvement in the project are 

being investigated. 


Petro-Canada assumed the 
management of the Offshore 
Labrador Biological Studies program 
(OLABS) in 1980, part of which 
involved preparing an interim 
environmental assessment for the 
Labrador coastal region. Field 
Studies will continue in 1981. 


Financial 
Review 


Petro-Canada’s financial results for 
1980 reflect continued growth in 
revenue, earnings, funds from 
operations and capital expenditure. 
These achievements enhance the 
Corporation’s current financial 
position and provide a firm base for 
future growth and expansion. 


Revenue 


1976 tm 1977 % 1978 & 1979 & 1980 


Operating revenue of $975.4 million 
increased by $282.2 million (40.7 per 
cent) from $693.2 million in 1979. 
The increase was due to higher 
prices for crude oil, natural gas and 
petroleum products; inclusion of 
revenue from the Syncrude Project 
for a full year compared with only six 
months in 1979, and commencement 
of operations of the Empress ethane 
extraction facilities. Interest earned 
from the investment of temporarily 


surplus cash amounted to $28.0 
million. The Corporation’s investment 
in Westcoast Transmission Company 
Limited generated almost all of the 
$16.0 million equity in earnings of 
affiliates. Total revenue of $1 019.0 
million was up $279.2 million 

(37.7 per cent) from $739.8 million 

in 1979. 


Expenses 


Expenses increased to $699.9 million 
from $501.3 million in 1979 due to 
higher costs of purchased crude oil 
and products for refining and 
marketing operations; inclusion of a 
full year’s operations of Syncrude; 
commencement of the Empress 
ethane extraction operations; and the 
impact of inflation on expenses. 


Earnings 


dividends of PEX of $13.6 million in 1978, $95.8 
million in 1979 and $107.9 million in 1980. 


Earnings before income taxes and 
preferred share dividends of a 
subsidiary were $319.2 million 
compared with $253.0 million in 
1979. Provision for income taxes of 
$155.5 million resulted in net 


earnings before preferred share 
dividends of subsidiary of $163.7 
million, an increase of $37.7 million 
(29.9 per cent) from 1979. The 
dividends paid on the preferred 
shares issued to Canadian banks to 
fund the 1978 acquisition of Pacific 
Petroleums Ltd. amounted to $107.9 
million, leaving net earnings after 
preferred share dividends of $55.7 
million. This amount compares with 
$30.2 million in 1979, an increase of 
84.4 per cent. 


Funds from 
Operations 


1977. 1978 1979 1980 


Funds from operations of $457.5 
million in 1980 were up by $99.8 
million (27.9 per cent) from $357.7 
million in 1979. This amount 
consisted of the earnings before 
dividends of $163.7 million plus 
items not requiring cash 
expenditures of $293.8 million 
(deferred income taxes of $156.4 
million; depreciation, depletion and 
amortization of $142.0 million less 
other net credits of $4.6 million). 
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Funds Available 
for Investment 


1976 = 1977 © 1978 = 1979 = 1980 


In 1980 Petro-Canada generated 
funds available for investment of 
$308.7 million. This amount 
consisted of funds from operations of 
$457.5 million plus advances for 
future natural gas deliveries of $19.9 
million less obligations for long-term 
debt of $60.8 million and preferred 
share dividends of $107.9 million. 


Capital Expenditures 


1976 1977 1978 1979 1980 


Capital expenditures increased from 
$367.7 million in 1979 to $439.5 
million in 1980 and consisted of: 


Millions 
Oil and gas exploration 
and development $360.6 
Other corporate assets 19.2 
Bituminous sands projects 
(excluding Syncrude) 1837 
Refining and marketing 14.3 
Syncrude Project 10.3 


Investments (mainly Panarctic) 10.2 
Polar Gas, Heavy Oil, Arctic LNG 
and other feasibility studies 


(deferred charges) 5.0 
Natural gas liquids eZ 
$439.5 


These expenditures were financed 
by the funds available for investment 
of $308.7 million, a preferred share 
issue of $80.0 million from the 
federal government and a decrease 
in working capital of $50.8 million. 
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Assets 


At the end of 1980 consolidated 
assets totalled $3 766.8 million, 
consisting of: current assets of 
$482.7 million; investments (mainly 
Westcoast Transmission and 
Panarctic) of $291.8 million; property, 
plant and equipment of $2 950.7 
million, and deferred charges of 
$41.6 million. Deductions of liabilities 
and deferred income taxes 
amounting to $1 187.8 million and 
the $1 464 .4 million preferred 
shares issued by Petro-Canada 
Exploration Inc. resulted in 
shareholder’s equity at book value of 
$1 114.6 million. 


The Government of Canada’s equity 
at year-end consisted of common 
shares of $580.0 million and 
preferred shares of $423.8 million 
for a total of $1 003.8 million. 
Retained earnings at year end were 
$110.8 million. 


1976 & 1977 i 1978 im 1979 i 1980 


Management's Responsibility for 
the Financial Statements 


The financial statements have been prepared by management in accordance with generally accepted accounting 
principles appropriate in the circumstances. Management is also responsible for the other information in the Annual 
Report, which is consistent, where applicable, with that contained in the financial statements. Management is also 
responsible for installing and maintaining a system of internal control to provide reasonable assurance that reliable 
financial information is produced. The Corporation has an internal audit department, whose functions include reviewing 
the system of internal control to ensure that it is adequate and functioning properly. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial reporting and 
internal control. The Board exercises its responsibilities through the Audit Committee of the Board, a majority of which is 
composed of directors who are not employees of the Corporation. The committee meets with management, the internal 
auditors and the external auditors at least four times each year to satisfy itself that responsibilities are properly 
discharged and to review the financial statements. 


The external auditors, Peat, Marwick, Mitchell & Co., conduct an independent examination, in accordance with generally 
accepted auditing standards, and express their opinion on the financial statements. Their examination includes a review 
and evaluation of the Corporation’s system of internal control and appropriate tests and procedures to provide 
reasonable assurance that the financial statements are presented fairly. The external auditors have full and free access 
to the Audit Committee of the Board. 


Auditors’ Report 


To the Honourable Marc Lalonde, P.C., M.P. 
Minister 

Energy, Mines and Resources Canada 
House of Commons 

Ottawa, Canada 


Peat, Marwick, Mitchell & Co. 


We have examined the consolidated balance sheet of Petro-Canada as at December 31, 1980 and the consolidated 
statements of earnings and retained earnings and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the corporation as at 
December 31, 1980 and the results of its operations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


We further report as required by Section 77(1) of the Financial Administration Act that, in our opinion, proper books of 


account have been kept by the corporation and the transactions that have come under our notice have been within the 
powers of the corporation. 


Calgary, Canada fecal Meantveck Mniteheth 4Le ‘ 


February 25, 1981 Chartered Accountants 
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Consolidated Balance Sheet 


As at December 31, 1980 
(stated in thousands of dollars) 


Assets 


Current Assets 
Cash and short-term deposits 


Accounts receivable 
Inventories (Note 2) 
Deposits and prepaid expenses 


Investments (Note 3) 
Property, Plant and Equipment, net (Note 4) 
Deferred Charges (Note 5) 


Approved on behalf of the Board 


Ml fio 


Director 


Ses 


Director 
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1980 


S 7/2690. 


257 119 
127 214 
25 642 


482 665 
291 817 
2 950 741 
41 543 


$3 766 766 


1979 


$ 1/7 308 
195 054 

51 226 

5 706 


429 296 
275 886 

2 668 322 
37 817 


$3 411 321 


Liabilities 


Current Liabilities 
Accounts payable and accrued liabilities 


Portion of long-term debt due within one year 
Income taxes payable 


Long-Term Debt (Note 6) 

Advances on Future Natural Gas Deliveries 
Deferred Income Taxes 

Preferred Shares Issued by a Subsidiary (Note 7) 


Shareholder’s Equity 


Capital (Note 8) 
Preferred shares 


Common shares 
Retained Earnings 


Commitments and Contingent Liability (Note 11) 


1980 


$ 285 792 


61 668 


347 460 


221 407 
37 187 
581 738 
1 464 375 


423 800 


580 000 


1 003 800 


110 799 


1 114 599 


$3 766 766 


1979 


193 123 
47 270 


2 840 


243 233 
282 236 
Tf 296 
425 331 

1 464 375 


343 800 


580 000 


923 800 


55 050 


978 850 


$3 411 321 
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PETRO-CANADA 


Consolidated Statement of Earnings and 


Retained Earnings 


For the year ended December 31, 1980 
(stated in thousands of dollars) 


Revenue 
Operating 


Interest 
Equity in earnings of affiliates 
Gain (loss) on foreign exchange 


Expenses 
Operating 


Depreciation, depletion and amortization 
General and administrative 

Interest on long-term debt 

Research 


Earnings Before Undernoted Items 
Gain on Sale of Portion of Investment in the Syncrude Project 


Provision for Income Taxes (Note 9) 
Deferred 


Current 


Minority Interest 


Net Earnings for Year Before Preferred Share Dividends 
of Subsidiary 


Preferred Share Dividends of Subsidiary (Note 7) 


Net Earnings for Year After Preferred Share 
Dividends of Subsidiary 


Retained Earnings at Beginning of Year 


Retained Earnings at End of Year 


30 


1980 


$ 975398 


28 019 
16 026 
(408) 


1019 035 


463 429 
141 960 
70 507 
22 850 
1 139 


699 885 


319 150 


319 150 


156 407 
(943) 


155 464 


163 686 


163 686 


__107 937 


55 749 


55 050 
$ 110 799 


1979 


693 161 


29319 


18580 


46 
739 806 


ee o : 


128 824 


48 463 


17626 


515 


501 316 
238 490. 


14 532 
_ 253 022 


17879 | 


4089 
121 968 


| 131054 


$ 


5 049 


126 005 - 


95 846 


30 159 


24 891 


09 050 


ln 


Consolidated Statement of Changes in 


Financial Position 


For the year ended December 31, 1980 
(stated in thousands of dollars) 


Sources of Working Capital 
Net earnings for year before preferred share 
dividends of subsidiary 


Add items not affecting working capital 


Working capital provided from operations 

Proceeds from issue of shares 

Advances on future natural gas deliveries 

Proceeds from issue of long-term debt 

Reduction in cash held for investment 

Proceeds from sale of portion of investment in the Syncrude Project 


Uses of Working Capital 
Purchase of property, plant and equipment 


Preferred share dividends paid by subsidiary 
Reduction of long-term debt 

Increase in investments 

Increase in deferred charges 

Acquisition of shares of Pacific Petroleums Ltd. 


Increase (Decrease) in Working Capital 
Working Capital at Beginning of Year 


Working Capital at End of Year 


31 


1980 


163 686 


293 864 


457 550 
80 000 
19 891 


557 441 


424 379 
107 937 
60 829 
10 163 
4991 


608 299 


(50 858) 


186 063 
$ 135 205 


$ 


— 


— 


1919 


126 005 


2316/9 


357 684 
146 000 
9 006 
20 000 
749 000 
82 282 


363 9/2 


oof 9/9 
95 846 
47 707 
25 076 

4 597 


749 528 
260 733 


103 239 
82 824 


186 063 


sia 


Notes to Consolidated Financial Statements 


December 31, 1980 


(tabular amounts shown in thousands of dollars) 
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Summary of Significant Accounting Policies 


(a) 


(d) 


Basis of Consolidation 


The consolidated financial statements include the accounts of Petro-Canada and its subsidiary, 
Petro-Canada Exploration Inc. (‘‘PEX’’), and all of its subsidiaries (‘‘the Corporation’). 


The excess of the consideration paid for the shares of subsidiaries over the underlying net book values at 
the dates of acquisition is attributed to the related assets acquired. 


Inventories 
Inventories are valued at the lower of cost and net realizable value. 
Investments 


The Corporation accounts for investments in companies over which it has significant influence on the equity 
method. Other long-term investments are accounted for by the cost method. 


Property, Plant and Equipment 


The Corporation follows the full cost method of accounting for oil and gas properties whereby all costs 
relating to the exploration for and development of oil and gas reserves are capitalized. Such costs include 
those related to lease acquisitions, geological and geophysical activities, carrying charges of non-producing 
properties, drilling both productive and non-productive wells and overhead related to exploration. 7 


Separate cost centres have been established for non-frontier Canada, each of five Canadian frontier areas 
and each foreign area in which the Corporation has an interest. Costs incurred in non-frontier Canada and 
in producing foreign cost centres are depleted separately on the unit of production method based on 
estimated proven oil and gas reserves. For purposes of calculating depletion, natural gas production and 
reserves are converted to equivalent units of crude oil based on the relative energy content of 

each commodity. 


Annual costs incurred in the other cost centres are amortized on a straight line basis over the period during : 


which exploration activity in each cost centre is expected to continue. Where exploration proves to be 
successful, amortization is suspended and the unamortized balance of the cost centre is depleted on the 
unit of production method when production commences. Where exploration proves to be unsuccessful and 
the cost centre is condemned or abandoned, the unamortized balance of that cost centre is charged to 
earnings at that time. 


Costs of property, plant and equipment associated with the Syncrude Project and related leases are 
accumulated in a separate cost centre and are depreciated on the unit of production method. Expenditures 
on other bituminous sands leases are also accumulated in separate cost centres and are amortized, 
depleted or otherwise charged to earnings in accordance with the policy described in the 

preceding paragraph. 


Substantially all of the Corporation’s exploration and production activities related to oil and gas are 
conducted jointly with others. Only the Corporation’s proportionate interest in such activities is reflected in 
the financial statements. 


The interest cost of debt attributable to the construction of major new facilities is capitalized during the 
construction period. 


Depreciation of plant and equipment (except as noted above) is provided on either the unit of production or 
straight line methods as appropriate. Straight line depreciation rates range from 4% to 25%. 


(e) 


Deferred Charges 
The Corporation is deferring costs incurred on feasibility studies involving economic evaluation and 
preliminary engineering relating to: 
(i) Production of hydrocarbons from conventional heavy oil deposits 
(ii) Polar Gas Project 
(iii) Arctic Liquefied Natural Gas Project 
(iv) Other — transportation and refining 


When production or commercial activity of a particular project commences the applicable expenditures are 
transferred to Property, Plant and Equipment and are charged to earnings based on the estimated useful 
life of the project. In the event that a decision is made not to proceed with a particular project, all 
associated costs are charged to earnings at that time. 


The costs of the Polar Gas Project relate to feasibility studies in connection with a gas transmission system 
from the Arctic Islands to Eastern Canada. Under the participation agreement, subject to the project’s 
feasibility and approval by the necessary regulatory authorities, the participants shall be entitled to have the 
costs they have incurred treated as an equity investment in a company incorporated to construct and 
operate the transmission facilities, or be reimbursed out of any financing of such company. 


Certain costs relating to the Corporation’s marketing program are deferred and amortized on a straight line 
basis over five years. 


Debt issue expense is amortized on a straight line basis over the life of the debt. The amortization is 
included with interest on long-term debt in the consolidated statement of earnings and retained earnings. 


(f) Research Costs 
Research costs are charged against earnings as incurred. 

(g) Income Taxes 
The Corporation makes full provision for income taxes deferred as the result of claiming tax depreciation, 
exploration, development and other costs which exceed the related amounts charged to expense in the 
financial statements. 

(h) Translation of Foreign Currency 
Current assets and current liabilities are translated at the rate of exchange in effect at the close of the year. 
The resulting gains and losses are included in earnings. Long-term assets, liabilities and preferred shares 
issued by a subsidiary are translated at rates in effect at the dates the assets were acquired, the 
obligations incurred or the capital stock issued. Revenue and expense items are translated at the average 
rates in effect during the year with the exception of depletion, depreciation and amortization which reflect 
rates in effect when the assets were acquired. 

Inventories 

Inventories consist of: ; 1960. (Agi 

Poon cnge dl 8 i ee. $ 51 356 $. =— 

Domestic crude oil, refined products and merchandise ..............ceeeeeeeeteeeeeeee 43 796 25 022 

Materials ang supplies «8 ee ee a. 32 062 26 206 


$127214 $51. 208 


Investments 
The Corporation’s investments consists of: 


1980 1979 
At equity 
Westcoast Transmission Company Limited .................0.0.....::05.0., $163 012 $157516 
Panarctic OS Utd. i 117 598 108 553 
Pacific Northern Gas Lid. 3... 2 559 220l 
Ogee rr——“‘“(OaiaONOCOONOststsit(;RCOOCOCOCCa 8 648 7 530 


$291 817 $275 886 


Westcoast Transmission Company Limited 


At December 31, 1980, the Corporation held 35.2% of the total outstanding common shares of Westcoast 
Transmission Company Limited. Westcoast has reserved common shares for issuance to holders of share 
options and share purchase warrants which, if issued, would reduce the Corporation’s interest to 31.1%. 


The value assigned to the investment in Westcoast exceeds the underlying net book value atthe dates of 
acquisition by $33 388 O00. This excess is being amortized over the estimated useful lives of the underlying 
assets to which it is attributed by charges against the Corporation’s share of Westcoast’s net earnings. 


Westcoast is a regulated utility and is subject to regulatory directives which may change the components of the 
cost of service. Changes resulting from such directives do not have a direct effect on net earnings due to rate 
of return on rate base considerations which are also taken into account in the regulatory process. 


At December 31, 1980, the quoted market value of the Corporation’s investment in Westcoast was 
$189 333 000 (1979 - $184 560 000). 


Panarctic Oils Ltd. 


At December 31, 1980, the Corporation held approximately 45% of the issued common shares of Panarctic 
Oils Ltd. These shares are not traded on the open market and therefore do not have a quoted market value. The 
activities of Panarctic are in the exploratory stage and all expenses less sundry income have been capitalized; 
the company is deemed not to have earned a profit or sustained a loss. The Corporation is committed to 
expenditures of approximately $6 000 000 in connection with the ongoing financing of Panarctic. 
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Property, Plant and Equipment 
Property, plant and equipment consists of: 


Cost 

Oil and gas 

Canada 

= pomironiierareas.... ..... ke $2 205 664 

= "OnUel dieds............................; 376 338 

Poeg) .......... 93 881 
Bituminous sands 

— Syncrude Project and relatedleases.......... 293 135 

— Other bituminous sands leases and 

expenditures tnereon......................, 41 639 

Pepongandmadrketing ......................... 61 742 
Novtalgasicuide........ .......,...5...,..... 128 077 
Pipelines, and other property and equipment........ 89 790 


$3 290 266 $339 525* 


1980 
Accumulated 
Depreciation, 
Depletion and 


Amortization 


$229 371 
58 510 
9987 


10 273 


6 301 
7776 
6 827 
10 480 


Net 


$1 976 293 


317 828 
83 894 


282 862 


35 338 
53 966 
121 250 
79 310 


$2 950 741 


1979 


Net 


$1 850 057 


214 185 
67 866 


280 427 


19 603 
44 816 
125 875 
63 193 


$2 668 322 


*consists of depreciation — $56 464 000, depletion — $207 396 000 and amortization — $75 665 000 (at December 37, 


1979 — $26 998 000, $127 670 000 and $44 411 000 respectively). 


Deferred Charges 
Deferred charges consist of: 


At cost 


PeavyvOolnpoIecs. .........«. «.... . 
POI GacFioeC. tg. 
Arctic Liquefied Natural Gas Project ......... A 
One |= § |... 


Net of amortization 


Den@oeise... 2... — 
Makengorogral) =... 6... se. 
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1980 


1117 
$ 41543 


1979 


$ 12 647 
13 901 
1 902 
3 582 


585 


» 37 O17 
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Long-Term Debt 
Long-term debt consists of: 


Maturity 1980 1979 
In Canadian dollars _- 
Bank income Debentures... 2... 1983 $140000 $180 000 
6.25% -14./5% monoages............ 2... 1985 1 549 1 640 
Other long-term debt, non-interest bearing................. 1987 2 800 3 200 
In United States dollars 
9% unsecured notes ($60 O00 OUD US)................... 1996 71 116 11078 
8.45% unsecured notes ($30 000 OOO US) ................ 1987 30 O09 35 539 
5.25% unsecured notes ($22 100000US) ............... 1985 26 351 30 817 
5.75% -6.25% mortgages($3 734 000US)............... 1988 4 485 5 096 
6.5% secured notes ($977 OOOUS)...................... 1982 1239 2 136 
283 075 329 506 
Less portion due withinone year .......................... 61 668 4/270 


$221407 $282 226 


Bank Income Debentures 


The Bank Income Debentures are held by a Canadian chartered bank and bear interest at approximately 50% 
(1979 — 52%) of the bank’s prime lending rate as announced from time to time. No deduction is allowed 
under the Income Tax Act for interest expense relating to the Bank Income Debentures (Note 9). 


While the Bank Income Debentures are not secured by any charge against the assets of the Corporation, there 
are certain restrictions with respect to the disposition or encumbrance of the investment by the Corporation in 
PEX. 


Repayment of long-term debt 


Annual repayments of the 9% and 8.45% unsecured notes will commence in 1981 and 1982 respectively. All 
the other issues are currently subject to minimum annual repayments. 


The repayment of long-term debt in each of the next five years is as follows: 


1981 — $61 668 000 1982 — $66 353 000 1983 — $56 406 000 
1984 — $16 338 000 1985 — $16 127 000 


Preferred Shares Issued by a Subsidiary 


The preferred shares issued by PEX consist of 12 500 000 floating rate, cumulative, redeemable, non-voting, 
preferred shares issued at $100 US per share to a group of Canadian chartered banks. 


The shares are redeemable, at the option of PEX, at $100 US per share, plus accrued dividends except that to 
the extent shares in excess of 3 125 000 are redeemed prior to November 10, 1981, such excess shares are 
redeemable at a premium of $2 US per share. 


Cumulative dividends, payable quarterly, are based on a percentage of, at the option of PEX, either the United 
States Base Rates, or the London Inter-Bank Offered Rates of the banks. At December 31, 1980, the dividend 
rate was approximately 10% per annum. 


Under the terms of an agreement between the banks and the Corporation, in the event that PEX does not 
exercise its option to redeem the shares over a ten year period beginning December 31, 1983, or in the event — 
of certain occurrences under the provisions of the agreement, the banks have the option to require the 
Corporation to purchase the shares at $100 US per share, plus accrued dividends. 


Capital 
Authorized 
The initial authorized capital of the Corporation was $500 million divided into 100 common shares of the par 


value of $5 million each. This was increased to 116 common shares on the acquisition of the capital stock of 
Panarctic Oils Ltd. previously owned by the Government of Canada. 


Pursuant to the Petro-Canada Act, and subject to certain conditions and limitations as to the aggregate amount, 
the authorized capital of the Corporation is increased by the issue of preferred shares. Accordingly, at any time, 
the authorized and issued preferred shares are identical. The preferred shares have a par value of $1 each, are 
redeemable at par at the option of the Corporation, carry no stated rate of dividend and are non-cumulative. 


Issued (to the Government of Canada) 


1980 1979 
Number of Number of 

Shares Consideration Shares Consideration 
Common Shares 
Balance at beginning of year ........... 116 $580 000 88 $440 000 
Porcasl — ~ 28 140 000 
Balance atendoiyear................. 116 $580 000 116. $580 000 
Preferred Shares 
Balance at beginning of year ........... 343 799 853 $343 800 307 799853. $33/ 800 
PolCes): 8 80 000 000 80 000 6 000 000 6 000 
Balance atendolyeal................. 423799893 $423800 343799853 $343 800 
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Income Taxes 


The provision for income taxes of $155 464 000 (1979 — $121 968 000) represents an effective rate of 48.8% 
(1979 — 48.2%) on earnings before income taxes of $319 150 000 (1979 — $253 022 000). The provision 
has been computed as follows: 


1980 1979 
Earnings before incometaxes............. > — $319 150 $253 022 
Add (deduct) 
Royalties and other payments to Provincial Governments .............. 213 231 227 020 
Federal allowances : _ 
Resourceallowance ......................5. ..... (132 791) (123 288) 
Taxdepletion.... 6... 4.  . (94 730) U19(8) 
Frontier expioration allowances.................................. (5 198) (28 603) 
Non-deductible interest on Bank Income Debentures (Note 6)........... 12 879 13 385 
Non-taxable portion of capital gains .......: ...hlrrrtrss—SCi‘CO (39) ~.. (14 966) 
Amortization of excess of attributed value over book value of 
assets acquired on purchase of subsidiary companies............ _. 48 520 -~—6mOS 4a 
Equity in earnings ofafiiliates..... 2... Lo . (16 026) (15580) 
Oiber..........)......4..........5..... (4326) _ (662) 
340 670 295 491 
Combined Canadian Federal and Provincial income tax at 48.8% 
(19/9--47/%)..................)............. es 166 247 138 881 
Deduct tax rebates and credits _ 
Provincial incometaxrebateplans............................... (10 783) (13 327) 
rederalinvesimentiaxcredi ................................ _ — _ (586) 


Provision for income taxes........... .... $155 464 $121 968 


Comparative Figures 


Certain reclassifications have been made to the 1979 comparative figures to conform with the current 
year’s presentation. 
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Commitments and Contingent Liability 
Commitments 


In addition to commitments incurred in the ordinary course of business the Corporation has, at December 31, 
1980, the following undertakings: 


(a) The Corporation has entered into an agreement to participate in the construction of a new Calgary office 
complex and has also entered into an agreement to participate in the construction of an offshore drilling 
vessel. These projects will require a commitment by the Corporation of approximately $183 600 000, which 
is expected to be financed by mortgage borrowings. In addition the Corporation has agreed to enter into 
long-term leases with respect to the use of the offshore drilling vessel and the occupancy of the 
office complex. 


(ob) The Corporation has leased certain offshore drilling vessels for periods of one to four years. The lease 
rentals will amount to approximately: 1981 — $65 800 000, 1982 — $123 000 000, 1983 — $96 700 000 
and 1984 — $65 200 O00. These vessels will be used by the Corporation in exploration projects carried out 
during the Canadian drilling season and the lease rentals will be shared with other participating companies. 
Further it is planned to sublease the drilling vessels while they are not being used in such projects. 


(c) The Corporation is a participant in a project operated by Syncrude Canada Ltd. to produce synthetic crude 
oil from the Athabasca Oil Sands. Associated with the Syncrude Project are facilities which are not owned 
by the participants, consisting of a steam and electricity generating plant, a field gas supply pipeline and a 
pipeline to transport plant product to Edmonton. The Corporation, together with the other participants, has 
minimum usage commitments relating to these facilities. 


Contingent liability 


On January 9, 1980 Atlantic Richfield Company served the Corporation and PEX with a Statement of Claim 
requesting that the Corporation cause PEX to pursue a monetary claim for $12 039 000 against the 
Government of Saskatchewan with respect to payments made by it under certain Saskatchewan legislation 
(subsequently determined to be unconstitutional) prior to the time the shares of PEX were acquired by the 
Corporation from Atlantic Richfield Company. The Statement of Claim asks the court, inter alia, for certain 
injunctive relief and general damages in the amount of $20 000 000. 


Prior to the service of the Statement of Claim, PEX had executed an assignment and quitclaim agreement with 
the Government of Saskatchewan pursuant to which the payments made under the unconstitutional legislation 
were applied in satisfaction of an assessment under the Oil Well Income Tax Act, 1978 for the same period as 
the payments previously made. 


In the opinion of management, based on the advice of counsel, no provision for the claim is required in the 
accounts of the Corporation. 
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Business Segment 


Segmented Information 


The Corporation operates principally in the following business segments: 


Operations 


Natural resources 


gas, field liquids, sulphur, oil sands, coal and minerals. 


Refined oil products 
purchased refined oil products. 


Natural gas liquids 
marketing of the natural gas liquids. 


The financial results of operations by business segment are as follows: 


Natural 

Resources 
Sales to customers... $508 866 
Inter-segmenttransiels .......... 28. 15 958 
Total Operating REVenUC...0 sie 524 824 
Product costs and operating expenses.................... 132 058 
Depreciation, depletion and amortization ............... 125 644 
Total Operating Expenses......................... 25/ /02 
Operating PIOfl 2. S2Gr 122 


interestiNCOMe 
Equity inearnings of affiliates ................-2....... 
Loss on foreign @xchange........2.. 
General and administrative expenses...................+. 
interest on long-term dept... 
OUNGr OxXDeNSCS 
Provision for inCOMme taxes... 


Net Earnings for Year Before Preferred 
Share Dividends of Subsidiary..................:0 
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Refined 
Oil 


Products 


$251 086 
4 306 


200 392 


22U 0389 
5 036 


220 |20 
» 30 267 


1980 


Natural. 
Gas 


Liquids 


$215 446 


215 446 
131546 


17 250 


142 826 
$ 72620 


Exploration, development and production activities for crude oil, natural — 
Refining crude oil into oil products, distribution and marketing of these and 


Extraction of liquids from natural gas; transportation, distribution and 


Total 


$975 398 


975 S98" 


463429" 
141960 


605 389* 
370 009 


28 019 
16 026 
(408) 
(70 507) 
(22 850) 
(1 139) 


(155464) 
(206 323) 


$163 686 


Product costs and operating expenses 


eee ee ene rene enes 


Ske ore se Seay 


Depreciation, depletion and amortization ............... 


Total Operating Expenses................ 


CperaInO FIO... 


interest income ...................... oe. 


Equity in earnings of affiliates .............. 


Gain on foreign exchange ................... 


General and administrative expenses.. 


Interest on long-term debt................... 


Oe! expenses. ee. 


Ce ce aca 


eee eee eee mere ene 


eee ee 


Gain on sale of portion of investment in 


the Syncrude Project ..................0:. 
Provision for income taxeésS...............0... 


Moony ees 


Ce ee 


er es 


Net Earnings for Year Before Preferred 


Share Dividends of Subsidiary..... 


Natural 


Resources 


$391 /29 
11 358 


403 087 


19 262 
120 277 


199 909 
$203 528 


Refined 
Oil 
Products 


$182 308 
13 466 


195 (14 


169 393 
3 538 


168 931 
$ 26 843 


*After elimination of inter-segment transfers, which are accounted for at market value. 


gia 


Natural 
Gas 


Liquids 


$119 124 


119 124 


86 037 
5 009 


91 046 
$ 28078 


Total 


$693 161 


693 1617 


305 888* 
128 824 


434 712* 
258 449 


29 319 
15 580 
1746 
(48 463) 
(17 626) 
(515) 


14532 
(121 968) 
(5 049) 


(132 444) 


$126 005 


The identifiable assets at December 31, and the amount of capital expenditure for the year, by business 


segment, are as follows: 


NaltulalTeSOurCeS .... 2 a... 
Memned Ol PIOdUCIS................ 
Natural dasliquids........,.......1 
Oe... 


Identifiable Assets 


1980 


$2 919 403 


223 085 
148 550 
475 728 


$3 766 766 


19/2 


$2 598 080 


106 858 
160 117 
546 266 


$3 411 321 


Capital Expenditure 


1980 


$386 016 
17399 
1212 

34 906 


$439 533 


1979 


$288 036 
4 220 

41 034 
34 362 


$367 652 


Other identifiable assets include cash and short-term deposits, investments in other companies, general 
corporate assets and miscellaneous corporate ventures. 
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13. Subsequent Event 


Pursuant to an agreement with the majority shareholder of Petrofina Canada Inc., dated February 2, 1981, the 
Corporation has agreed to make an offer to acquire all of the issued and outstanding common shares of 
Petrofina Canada Inc. for an initial aggregate consideration of approximately $1.46 billion. The agreement, 
which is subject to certain conditions, rulings and approvals, provides for the acquisition of not less than 51% 
of the shares in 1981. The balance may be acquired during 1982 and 1983 and the agreement provides for an 
escalation of the purchase price for such shares in recognition of an interest factor. Funds for the acquisition 
will be provided from a combination of government and bank financing. 


Reading the Financial statements — 
An Introduction 


The following summary of how Petro-Canada reports on its operations is intended to outline the methodology of the 
Corporation’s financial presentation and to assist the reader in a fuller understanding of the data presented in the 
consolidated financial statements. 


The consolidated financial statements presented on pages 28-42 summarize the accounting records of Petro-Canada _ 
and its subsidiaries. They consist of the balance sheet, the statement of earnings and retained earnings and the 
statement of changes in financial position, together with explanatory notes. 

The Consolidated Balance Sheet 


The balance sheet (pages 28 and 29) is a summary of the Corporation’s assets, liabilities and shareholder's equity at a 
specific date, December 31, 1980, which is the end of the Corporation’s financial year. 


Assets: The assets are classified into four categories: 


Current assets consists of cash and items which are expected to be converted into cash or consumed in operations 
within one year of the balance sheet date; 


Investments represents the Corporation’s interest in other companies in which it has an ownership of less than or equal 
to fifty per cent; 


Property, plant and equipment consists mainly of investment in oil and gas properties and related facilities, for use in o 
operations. Property, plant and equipment is stated at cost less accumulated depreciation, depletion and amortization __ 
charged to earnings; 


Deferred charges are costs incurred which represent potential contribution to future revenue and which will be charged 
to earnings in future years. 


Liabilities: The balance sheet classifies liabilities into five categories: 


Current liabilities are amounts owed by the Corporation which are expected to be paid within one year of the balance 
sheet date; 


Long-term debt consists of borrowings from banks and other institutions which are repayable over a period of time 
commencing more than one year after the balance sheet date; 


Advances on future natural gas deliveries represents payments received by the Corporation under the provisions of “‘take 
or pay’’ contracts for undelivered natural gas. The revenue will be included in earnings when the gas is delivered; 
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Deferred income taxes result from deducting certain costs in determining taxable income for a particular year to a 
greater extent than such costs are deducted from income for financial reporting purposes in that year. Typical of such 
costs are exploration expenditures, which may be deducted from income in calculating income taxes payable in the 
year they are spent, but which are deducted from income for financial reporting purposes over a number of years. 
Deferred income taxes is not a liability but rather represents the cumulative amount by which the provisions for income 
taxes reported in the financial statements exceed income taxes currently payable, using the deductions permitted under 
the Income Tax Act; 


Preferred shares issued by a subsidiary consists of shares issued by Petro-Canada Exploration Inc. to a group of 
Canadian chartered banks. 


Shareholder’s equity is the shareholder’s investment in the net assets of the Corporation. The balance sheet 
classifies it into two categories: 


Capital represents payments received from the Government of Canada for purchase of the Corporation’s preferred and 
common shares; 


Retained earnings are the accumulated earnings of the Corporation since incorporation which have been reinvested in 
operations. The computation of retained earnings is shown in the statement of earnings and retained earnings. 
(Page 30) 


The Consolidated Statement of Earnings and Retained Earnings 


Whereas the balance sheet is a record of the financial position of the Corporation at a specific date, December 31, 
1980, the statement of earnings presents the financial results of activities over a twelve month period. The statement 
shows how the earnings (profit) for the year were derived. It identifies the sources of the Corporation’s revenue and the 
various Categories of expenses incurred to produce the revenue. It also identifies the provision for income taxes and the 
preferred share dividends paid by Petro-Canada Exploration Inc. In the lower portion of the statement the earnings for 
the year are added to the opening retained earnings, resulting in the retained earnings at the end of the year. This 
amount is included in the shareholder’s equity portion of the balance sheet. 


The Consolidated Statement of Changes in Financial Position 


The statement of changes in financial position (Page 31) identifies the major sources of funds received during the year 
and the uses to which these funds have been put. The Corporation defines “‘funds’’ as working capital, which is the 
difference between current assets and current liabilities reflected in the balance sheet. 


The statement commences with the earnings before preferred share dividends of subsidiary, from the statement of 
earnings and retained earnings, to which is added the charges deducted in computing earnings which did not involve an 
outlay of working capital during the current year (eg. depreciation, depletion and amortization, deferred income taxes, 
etc.). This gives the working capital provided from operations. The other sources of working capital are derived from the 
proceeds of the issue of shares and from advances on future natural gas deliveries. The major uses of working capital 
are deducted from the total sources to determine the change in working capital for the year. To this is added the 
opening working capital, resulting in the working capital at December 31, 1980. 


Notes to Consolidated Financial Statements 


Note 1 (Pages 32 and 33) is a summary of the significant accounting policies followed by the Corporation. This summary 
describes the policies used in preparing the consolidated financial statements; valuation of inventories; accounting for 
investments; capitalizing costs of property, plant and equipment and how these costs are charged against earnings over 
the lives of the assets. The summary also outlines how deferred charges, research costs and income taxes are 
accounted for and how foreign financial data is translated into Canadian dollars. 


The other notes provide disclosures required in order to comply with generally accepted accounting principles and 
provide additional information and analyses of significant items. 
Comparative Figures 


The balance sheet as at December 31, 1979 and the 1979 results of operations and changes in financial position are 
presented in the financial statements for comparative purposes. 
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PETRO- CANADA 


Five Year Financial and Operating Summary 


1980 


Summary of 


Earnings 
(in thousands 
of dollars) 


Other 
Financial 
Data 

(in thousands 
of dollars) 


Daily 
Production 
(net before 
royalties) 


Proven 
Reserves 
(net before 
royalties) 


Marketing 


Employees 


Notes: 


Revenue 
Expenses 


Deduct: Provision for income 
taxes 
Minority interest 


Net earnings before preferred 
share dividends of subsidiary 

Preferred share dividends of 
subsidiary 


Net earnings after preferred 
share dividends of subsidiary 


Working capital provided from 
operations 

Capital expenditures 

Acquisition of subsidiary 
companies 

Total assets 

Working capital (deficiency) 

Long-term debt (Note 3) 

Preferred shares issued by a 
subsidiary 

Shareholder’s equity 


Domestic production from oil 
and gas wells 
- Crude oil and natural gas 
liquids (thousands of m°) 
- Natural Gas (millions of m?) 
Synthetic crude oil 
(thousands of m°) 
Foreign crude oil 
(thousands of m°) 


Domestic (Note 4) 
- Crude oil and natural gas 
liquids (millions of m?) 
- Natural gas (billions of m°) 
Foreign 
- Crude oil and natural gas 
liquids (millions of m%) 


Sales Volumes (millions of litres) 
- Gasoline and distillates 
- Natural gas liquids 
Marketing Outlets 


Number at December 31 


$1 019 035 
699 885 


319 150 


155 464 


163 686 


107 937 


$ 55749 


$ 457 550 
439 533 


3 766 766 
135 205 
283 075 


1 464 375 
1114 599 


99 
9.3 


15 
0.2 


48.7 
115.4 


1.0 


1 436 
1219 
407 


2 823 


1979 


$ 754 338 


501 316 


293 022 


121 968 


5 049 


126 005 


95 846 


$_30 159 


$ 357 684 
367 652 


749 528 
3411 321 
186 063 
329 506 


1 464 375 
978 850 


1 343 
1212 
420 


2 246 


1978 1977 
(Note 2) 
$ 205 095 $ 92693 
128 600 62 280 
76 495 30 413 
42 109 20 898 
7010 — 
2/316 9 515 
13 636 — 
$__ 13740 $515 
$ 113 168 $ 55884 
247 304 188 705 
746 861 _— 
3 348 913 878 696 
82 824 (733) 
oof 116 214 000 
1 464 375 — 
802 691 551 148 
10.9 44 
10.7 25 
51.4 24.1 
118.9 2a2 
1.0 — 
185 — 
246 — 
426 ae 
2 038 649 


1. Certain reclassifications have been made to the figures previously reported for earlier years to reflect 
subsequent changes in reporting presentation. 


2. Financial and operating results are included from August 1, 1976 for Petro-Canada Exploration Inc. 
(formerly Atlantic Richfield Canada Ltd.) and from November 11, 1978 for Pacific Petroleums Ltd. 


3. Long-term debt includes current maturities. 


4. The proven reserves figures do not include synthetic crude oil reserves resulting from the Corporation’s 


interest in the Syncrude Project. 
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$ 3333 


$ 23820 
293917 


342 440 
721 016 

13 988 
240 000 


387 133 


4.4 
2.5 


320 
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